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@ Management Controls (costs, budgets, job 


evaluation, etc.) 
@ Organization Planning 
@ Manufacturing and Operations 


@ Office, Plant and Warehouse operating meth- 


ods and procedures. 


We would be glad to discuss how we may assist you— 


NO OBLIGATION, NATURALLY 


J. EDGAR DION & COMPANY LTD. 


MANAGEMENT CONSULTANTS 


4643 SHERBROOKE ST. W. — MONTREAL, CANADA 
WELLINGTON 7-1428 











| 


OF 









OUR NEW PRESIDENT... 








} Thomas B. Milne, C.A., R.LA. 








241 


THOMAS B. MILNE 


t 34, Thomas Brown Milne of Winnipeg is the youngest president the Society of 

Industrial and Cost Accountants of Canada has ever had. In the ten years that he 

has been a Registered Member, however, he has brought to his association with the Society 

the same enthusiasm and capability that led him to comparatively early success in the 

business world. At present Assistant Comptroller of the Great-West Life Assurance 

Company, Mr. Milne has held a succession of senior positions with the company since 
he joined it in 1948 as Cost Supervisor. 

His activities in the Society have not been confined to the national organization. He 
is a Past President and currently a member of the Council of the Society of Industrial 
and Cost Accountants of Manitoba. He was Vice-President last year of the Canadian 
Society. 

He was born in Los Angeles, California, in 1924, his parents moving to Winnipeg the 
following year. He attended public school in Winnipeg and at the age of 18 was articled 
to Millar Macdonald & Co. He was admitted a member of the Chartered Accountants 
Institute of Manitoba in 1946. The next year was spent with Arthur Young & Co., New 
York and in 1947 he returned to Millar Macdonald in Winnipeg prior to joining the 
Great-West Life Assurance Company. 

In the year ahead, the Society faces a new challenge of consolidating its professional 
status and blending its numerous facets into one authoritative voice. With his profes- 
sional qualifications, his familiarity with and experience in all levels of Society work, 
and his proven executive ability, our new president is well equipped to provide, and 
undoubtedly will give to the Society, the positive type of leadership demanded by the 
future. 

Also elected to national office at the 37th Cost and Management Conference recently 
held in Toronto were: 


VICE-PRESIDENTS— T. A. Kennedy, Managing Director, 
Pacific Coast Pipe Co., Vancouver. 


G. H. Greenhough, Secretary-Treasurer and Director, 
Reid Press Limited, Hamilton. 


W. W. B. Dick, 
Hudson, McMackin & Co., Moncton. 


HONORARY TREASURER—Robert Despres, Comptroller, 
Quebec Power Company, Quebec. 





Published Monthly by the SOCIETY OF INDUSTRIAL AND COST ACCOUNTANTS OF CANADA 
Incorporated 1920 Editorial and Business Offices: 31 Walnut Street South, Hamilton, Ontario 
J. N. Allan, R.1.A., Executive Vice-President and Editor 





Subscription price to non-members, $5.00 per year. Single copies, 50 cents 

Members desiring five copies or more of a single issue, may obtain them at 25 cents each. 

Opinions expressed by articles and comments are not necessarily endorsed by the Society of Industrial and | 
t Accountants. 

Authorized as second class mail, Post Office Department, Ottawa. 
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IBM Electric mark of increased office efficiency 


From the very first day you will discover the amazing difference 
an IBM Electric can make in your office. Your secretary will 
turn out more letters in less time than before, and with only a 
fraction of the work. That’s because this easy, modern way to 
type takes up to 95.4% less finger-effort than a manual type- 
y writer. And whether she uses a heavy touch or a light touch, 
every letter will be clear, sharp, and uniform. 
The results? Distinguished letters that will reflect the dignity 
and faultless service you want associated with your business. 
All this—and lower typing costs, too. Why not call an IBM 
representative today? 





ELECTRIC 
OFFICES IN PRINCIPAL CITIES TYPEWRITERS 








25 years ago 1BM introduced its first electric typewriter . . . this year IBM will produce its millionth! 
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FINANCIAL COORDINATION 
THROUGH TOP MANAGEMENT* 


By. R. Burt Gookin, 
Comptroller, H. J. Heinz Co. Lid., 


Pittsburgh, Pennsylvania. 


What are the basic principles involved in planning, managing 
and measuring performance in business? How should these 
principles be implemented into effective coordinated action? 
Based on the Heinz operations, which are characterized by a 
high degree of decentralization of managerial responsibility and 
authority, this study emphasizes the Financial Division’s part 
in management planning, coordination and control. 


y remarks are divided into two sections. The first is a brief description of the purpose 
and activities of the Controllers Institute of America’s national committee on 
Management Planning and Control. The second part is a case study of the highlights of 
H. J. Heinz Company’s management planning, coordination and control practices, 
emphasizing the Financial Division’s part in these activities. 

Let’s turn first to a brief description of the activities of the Controllers Institute’s 
national committee on Management Planning and Control. Since about 1949, this com- 
mittee has helped to arrange case study presentations for annual and regional conferences 
of the Institute on MP&C. Presentations have been made by representatives of General 
Electric, Bank of America, Bell and Howell, Johnson & Johnson, Burroughs, Minnesota 
Mining and Manufacturing, and the Heinz Company. Many of these presentations have 
been published in pamphlet form and have been distributed in surprisingly large numbers. 
The purposes of these presentations have been: 


1. To induce a wider acceptance by management of the fact that scientific planning 
and control of the entire business, for maximum overall profit realization, are basic 
operations that should, and must, be made recognized and continuing functions, if 
any business is to be successful. This principle applies regardless of the industry, 
the specific type of business, or its size. And the second purpose—applicable more 
directly to the financial function—has been: 


* An address presented at the 37th Annual Cost and Management Conference held in Toronto 
June 25-27, 1958. 
e 





Mr. Gookin has been with the H. J. Heinz Company, Pittsburgh, since 1945 and is at present 
Comptroller. He attended Northwestern University, receiving his B.S. degree in 1935. He 
later studied business administration, graduating with a master’s degree. He is a member of 
the Controllers’ Institute of America and currently Chairman of their national committee 
on Management Planning and Control. 
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2. To indicate to controllers the very excellent focal position that they occupy in short 
range profit planning (or budgeting), in forecasting, and in longer range profit and 
cash requirements planning—around which focal position they can constructively 
help guide and coordinate their businesses toward continued successful operations. 
Particular emphasis is placed on “‘guide”’ and “coordinate” as opposed to attempting 
“to run” the business on a line authority basis. 


To cover only a few key business areas in which these opportunities exist, we should 

mention: 

Helping to determine the objectives of the business. 

The functions of committees and the various levels of decision-making. 

Evaluation of market analyses as to potential. 

Effective production scheduling and inventory control. 

Profitability of product mix in multi-product operations. 

How to build plants and distribution facilities in the proper locations and with 

enough (or as little) automation so that they will be profitable on a continuing basis. 

7. How to provide enough incentive to attract and hold really capable people at all 
levels of business operation. In the final analysis, the continued success of a business 
depends on this ability. 

8. How to encourage staff personnel to seek out profitable improvements and to get line 
personnel to keep an open door receptivity to the work of staff personnel. 

9. How to develop workable long range planning which will effectively extend the more 
highly developed one-year profit planning and budgeting systems. 

With this brief description of the purposes of MP&C presentations, and the importance 
and opportunity for financial personnel in this field, let’s now turn to a review of some of 
the methods used by Heinz in the MP&C area. As background material for this case re- 
view, I will first give a very condensed story on company history, size, and product 


AYwPwno 


characteristics. 


COMPANY HISTORY, SIZE, AND PRODUCTS 
The history of the H. J. Heinz Company goes back some 86 years. Until 1946, the com- 


pany’s stock was owned by a very few people, all members of the Heinz family or long 
service employees in major positions. In 1946, the company issued preferred stock and 
sold beth this preferred and some common stock to the public. These securities were | 


listed on the New York Stock Exchange. 

The parent United States company has three affiliated companies—in England, Cana- 
da,-and Australia. The English company has about 10% of its common stock owned by 
the public and the other two companies are wholly owned. The United States company 
provides about 60% of consolidated sales and about 40% of consolidated profits. 

My comments cover planning and control methods in all of our companies, both indi- 
vidually and as a consolidated unit. However, since many of the methods are common to 
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each company, comments will concentrate on those used in the United States concern. F [yg A 


For this reason, I would like to give a few further facts dealing primarily with the United | 


States company. 
Currently the U.S. company’s sales volume is around $150,000,000 and its total assets © 


about $115,000,000. There are 12 manufacturing plants located across the country from 
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Salem, New Jersey, in the east, to Tracy, California, in the west. The company has sales 
branch warehouses in most principal cities in the United States through which its prod- 
ucts are delivered to independent retail grocery stores, hotels, restaurants, and institu- 
tional customers. The company also ships directly from its factories, or through storage- 
in-transit warehouses, to grocery chain store warehouses, to selected grocery cooperative 
and voluntary accounts, and to hotels, restaurants, and institutional distributors. 

There are about 8,600 regular employees of the U.S. company, increasing to around 
10,000 during the heavy fall seasonal production period which lasts about three months. 

All of the companies manufacture reciped food products such as ketchup, baby food, 
soup, pickles, beans, vinegar, and minute meals under the well known trade name of 
“The 57 Varieties.” Reciped products require extensive processing and the combining of 
many different ingredients, as contrasted with the straight canning of fruits or vegetables. 
Although products of each of the companies are always combined into 57 Variety groups 
for publicity purposes, there are some 500 different container sizes and types of products. 

From its inception, the company has produced high quality products with emphasis on 
high nutritive value and has never produced private brand products. The founder, Mr. 
H. J. Heinz, was an ardent advocate, and active supporter, of the first pure food laws in 
the United States. Company leadership develops and encourages responsibility of a 
broad public nature at the local, state, national, and international levels. Participation 
by local management in civic and community activities is particularly encouraged 
throughout the organization. Company responsibility to employees is indicated by 
(more than 50 years participation in) pension, life insurance, and profit sharing plans, by 
the high percentage of long service employees, and by the policy of contributing a signifi- 
cant percentage of profits before tax to charitable giving. I mention these facts not as 
commercial plugs for the company but for the relevance that they have to the require- 
ments for planning and control methods within the company—for a business that aims at 
quality leadership in an industry that serves the rather subjective element of “‘taste.”’ 

Generally, selling prices of the company’s products are above most competitors. Ex- 
ceptions are in the fields of baby food and soup in the United States, where competitors 
are successful in producing products of almost as high quality as ours and are able to 
establish the general level of selling prices. 

So much for this background material on the Heinz international and U.S. company’s 
operations. Now let us turn to a review of the overall company’s organization. 


COMPANY ORGANIZATION 


The organization chart (Exhibit I) indicates the conventional arrangement of Board of 


' Directors, President, and Executive Vice President, with five Vice Presidents reporting 
_ directly to the Executive Vice President. On the left hand side of the chart, the Vice 
| Presidents of Industry and Government Relations and of Personnel service all companies 


of the international organization as do the heads of the Legal Department and the Treas- 
urer’s Division. 

In the third group from the top of the chart are the Vice Presidents of Finance, of 
U.S.A. Operations, and of Foreign Operations. These three Vice Presidents, together with 
the Executive Vice President, the President, and the Managing Director of Canadian 
Operations, make up the international Executive Committee of the company. 

Some three years ago the Executive Committee put together a Statement Of Policies 
And Objectives Of H. J. Heinz Company and had it printed for distribution to supervisors. 
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These policies and objectives were of a fairly broad nature and were based on ideas on 
which the companies had been operated for many years. This written statement, however, 
went through a period of drafting and redrafting, during which all policies and objectives 


were critically examined. The written statement covers specific profit objectives for each 
company stated in terms of invested capital and after all taxes. Also included are policies 
and objectives on quality, facilities, research, growth, distribution, reputation and organi- 
zation. Supplementing this written statement of policies and objectives are similar but 
more precise statements prepared by each division of each company for its own divisional 
operation. We have found that all of these written statements of policies and objectives 
have been helpful in clarifying the planning and control functions throughout our organi- 
zation. 

The Executive Committee retains general policy-making authority over each company, 
approves capital expenditures over specified limits, and approves personnel changes to 
the Division Manager level. 

The Executive Committee (acting for the Board of Directors) is responsible for the 
satisfactory operation of each of the companies and reviews their specific written plans 
once a year during April just prior to the beginning of each fiscal year on May 1. These 
reviews consist of the Managing Director of each company and his Comptroller present- 
ing a profit budget for the coming year to the International Executive Committee at , 


Pittsburgh. Also presented at this time are tentative profit plans for the next five years | 
together with detailed cash flow statements for the coming year and broader statements | 


for the succeeding five years. Each company is given one entire day to present its infor- 
mation and the fifth day is used for a review of the consolidated operation by the entire 
Board of Directors. 
Supplementing these profit and cash budget reviews, are visits of all major division 
heads to various companies throughout each year. The frequency of these visits varies 
with the particular problems uppermost at each company, but some visits take place every 
year and many are of a general educational nature. One such meeting occurred recently 
when members of Manufacturing and Quality Control Divisions had a three-day seminar 
on tomato product procurement and manufacturing. A great deal of interest was gener- 
ated in this meeting and valuable information was passed among division heads in the 
different companies. Much help has been given to our English and Australian companies 
by the U.S. Manufacturing and Engineering Divisions through careful review and sug: 
gestions on new major production facilities which have been built in these countries with- 





ti 








in the past year or two. Likewise, the U.S. company has obtained a great deal of inter- 
esting information from the distribution methods used by both the Canadian and English) 
companies. We attempt to take advantage of apparent trends occurring in one company, 
which have already been in effect in another company for several years. An example of 
this is the apparent movement toward the large self-service market in England during the 
past year. Of course, we are all familiar with the tremendous growth of the self-service 





chain grocery store in the United States and Canada, and now it appears that England's 
on its way to developing this same type of operation. Much valuable information has been 
made available to our English company in this connection which they will undoubtedly 
use to advantage as the swing to the self-service market in England becomes more pro; 
nounced. } 
The Vice President of Foreign Operations and the President of our company visit each. 
of the subsidiary companies at least once a year and generally make two or more trips 
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r year. 
i will note in the centre of the chart the Vice President of U.S.A. Operations and 
underneath seven division managers reporting directly to him. These division managers 
function as an Operating Committee for the U.S. company, primarily for the purposes of 
planning, communication and follow-up of all types of inter-divisional projects. All ap- 
propriations in excess of $250,000 must be referred to the Executive Committee for ap- 
proval but this is about the only limitation imposed upon this Operating Committee. 
Each one of the affiliated companies—Canada, England, and Australia—have divisional 
set-ups very similar to the U.S. company’s organization. 

Although this group is designated as the Operating Committee, the group is not re- 
sponsible for results as a committee. In this case, the Vice President of U.S. Operations 
is completely responsible for the U.S. company results and the Operating Committee is 
primarily a means of communication and discussion for the development and follow-up 
of new ideas. Also, the Committee keeps a very complete record of discussions and uses 
this record by subjects to follow up the performance agreed upon at the Operating Com- 
mittee meetings. This follow-up constitutes one of the most effectual control procedures 
of the company. 


COMMUNICATION MECHANISMS 


There are several other important means of communications used by the company 
which are of significant aid to both management planning and control operations. These 
communication mechanisms are as follows: 


Visits of employees between companies and the weekly meetings of the U.S.A. 
Operating Committee have already been mentioned. 

2. Each of the divisions has a weekly staff meeting lasting from two or three hours to 
all day. In these meetings, the staff members of each division discuss the projects in 
hand and new projects that are being programmed. At these meetings a good deal is 
done to get effective follow-up on projects and bring them to a proper conclusion 
within a reasonable length of time. Sometimes other members of the organization 
from different divisions are invited to participate in these meetings to discuss a joint 
solution to a particular problem. Like the Operating Committee, these staffs are 
primarily communication and problem-solving groups. In no case do the staffs have 
responsibility as such, but the responsibility for adequate planning and control of 
each division is specifically in the hands of the division manager. 


3. Each month the Operating Committee meets to review a monthly comparison of 


actual profits versus budgeted profits. Also included in these reviews are results of 
cash planning versus budgets and the inventory picture versus budgets. 


4. About six years ago we set up a group of Product Managers in the Marketing Divi- 


sion. The primary job of these Product Managers is to specialize on a particular 
group of items, such as all baby food, and follow through all sales, marketing, pro- 
duction costs, and profit aspects of these varieties. © 


5. Crop letters from each manufacturing point are received weekly and combined into 


a weekly report on crop conditions throughout the areas in which the company is 
located. Crop conditions are of great importance to us—not only the conditions of 
crops that we purchase in large volume but other crops which farmers in the vicinity 
of our factories might grow in competition with the use that we want them to make 
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of their fields. A field representative is stationed at each of our tactories and his duties 
include the preparation of this weekly report to the Home Office on crop conditions 
and prices. 

6. Our sales research and analysis group is located in the Marketing Division. This 
group makes studies of general economic conditions and of conditions in the geo- 
graphical areas in which our sales branches are operating, as well as analyses of 
population shifts, and birth rates. The reports prepared by Sales Research are fre- 
quently discussed in Operating Committee meetings and circulated to all division 
heads. 

7. The Division Manager of each operating unit of the company prepares an annual 
letter to the President, summarizing his results, accomplishments, and failures of 
the past year, and outlining his plans and hopes for the coming year. The letters are 
largely narrative, rather than statistical, in nature. Their preparation involves a per- 
iod of self-examination by the writer. Obviously, it is necessary for the writers of 
these reports to have formulated some plans for the future before they can describe 
them to the President. The President characteristically reviews each letter, first by 
himself, and later with its writer. This review gives an excellent opportunity to dis- 
cuss with the writer all the operations under his supervision and to inform him of the 
company policies and plans that will affect his future operations. Supervisors at 
lower levels in the organization prepare similar letters to their immediate superiors, 
The superiors utilize the letters for reporting to the President and for discussion with 
the writers for clarification of each area of operation. So much for the various means 
of communication. 


PROFIT RESPONSIBILITY 


Now I would like to discuss the general characteristics of the profit responsibility 
within our company. The Vice President of U.S. Operations and the Managing Directors 
of each affiliated company have the primary profit responsibility, which is not delegated 
in any way to divisional operating heads. We have a sales force which sells all of our prod- 
ucts and we also have manufacturing plants where many of the same products are pro- 
duced. Thus, it is not practical for us to have divisions of the business according to prod- 
uct lines, with both manufacturing and selling functions under division heads having 


primary profit responsibility for such products. Each one of our division heads does have | 


responsibility for proposing the type of performance that he feels his division can make 
for inclusion in our annual profit budget and longer range profit plans. After all of these 
divisional plans have been put together into a financial program, each division head is 
responsible for operating against the profit plan finally selected for his area. Of course, 
one of our biggest costs is in the manufacturing area which will be discussed in more 
detail later. 

It is not practical for us to describe our general operating methods as either central- 
ized or decentralized. We have a mixture of both throughout our companies, and some 
examples will serve to illustrate this point. Our manufacturing operations are decentral- 
ized to a very significant extent, with each Factory Manager responsible for preparation 
of standard operating costs and obtaining approval from the Home Office manufacturing 
staff for these standards. Also, each factory has a complete accounting division reporting 
to the Factory Manager on a line basis and they prepare reports of actual performance 
against standards. 
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In the sales area, the responsibility for sales expense determination and follow-up is 
decentralized to each one of our sales branch accounting locations. In this case, the Sales 
Office Managers at each location make up a budget, for a year in advance, of anticipated 
sales expenses broken down between variable and non-variable. These plans are reviewed 
by the Sales Division at the Home Office, a plan is finally approved, and then the respon- 
sibility lies with the local sales and office managers to conform to this approved budget. 
On the other hand, we have a centralized responsibility for pricing. The Vice President 
of Marketing and the Comptroller are responsible for approving all prices and, where 
agreement cannot be reached, they must refer such questions to the Vice President of 
U.S. Operations for final determination. 

Each of our factories has a local Quality Control staff which is responsible for quality 
within each factory and the maintenance of standards involved therein. Supplementing 
this decentralized control, is a review by the Home Office quality control analysts who 
receive samples of all production every hour from every factory. This is strictly a cross- 
checking device on quality maintenance, but is a definite aspect of centralized control. 

In general, we also have a centralized review of all our marketing functions. Practically 
all of the sales and marketing plans originate at the Home Office and are communicated 
to the sales branch level for follow-up. All types of suggestions for improved marketing 
are solicited at sales branch conventions which take place each month but, in essence, 
the marketing work is on a centralized policy basis. The control of marketing plans is 
decentralized to a large extent to the sales branch areas where the sales managers are re- 
sponsible for effective performance under the policies laid down by the Home Office. 


COMPTROLLER’S DIVISION 


The general policy of the Comptroller’s Division is to be constructively active in de- 
veloping planning operations throughout the company and to be constructive and help- 
ful in the control features of our operation. We are completely responsible for putting 
together the company’s profit budget and cash plans and for measuring results, by divi- 
sions, against these programs. However, we obtain all information from the divisions 
involved, and essentially the program is one of putting together plans originated by 
others. We attempt to furnish all information necessary for the divisions to prepare in- 
telligent plans and are quite successful in helping out in that our aid is generally well 
received. 

We try to help develop the strong points of all divisional plans and conscientiously and 
consistently argue for the elimination of weak elements and for the clarification and sup- 
plementation of fuzzy or incomplete areas. We never try in any way to take credit for 
good current actual performance of any division. Rather, we try to get more profitable 
plans adopted and to point up constructive ways of meeting these plans and improving 
actual results against them. We attempt to implement this approach by emphasizing the 
probable future action that should be taken to avoid repeating past failures to meet 
standards, or any poor performance that has taken place and is a matter of history. This 
policy tends to avert wasting time on actions that have already passed, and concentrates 
rather on avoiding poor performance in the future. 

Perhaps our philosophy can be summed up by saying that we make every attempt to 
reduce the fire alarm approach to problem solving. We actively offer our services and en- 
courage the Vice President of U.S. Operations to request a review by our Division of all 
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types of programs and actual performance against these programs. In other words, we 
are encouraging here a further system of checks and balances which has proved to be very 
helpful in reducing the number of off-the-cuff plans and decisions. 

Now let’s turn to a more specific discussion and a few charts illustrating the work per- 
formed in the Comptroller’s Division. The primary aim here is to indicate the tie-ins that 
our Division has with other divisions in the company planning and control operations. 


SALES ACCOUNTING DEPARTMENT 


In the Sales Accounting Department are prepared all of the U.S. company’s consoli- 
dated sales statistical reports. Also, in this department, we prepare consolidated reports 
of sales and expenses for all sales divisions of every company and convert other curren- 
cies to U.S. dollars. The Sales Accounting Manager has functional responsibility for the 
operation of each of the company’s 60-odd sales branch offices located in the major cities 
of the United States. By traveling about half of his time, the Sales Accounting Manager 
keeps in close touch with personnel in the sales offices as well as with the sales manage- 
ment field personnel. He keeps a sharp lookout for ways and means of improving office 
operations and collaborates with the head of our Administrative Research Department, 
as well as with the Transportation and Warehousing Division, obtaining information 
and making studies as to the most economical locations and operating methods for sales 
branch warehouses. 


GENERAL ACCOUNTING DEPARTMENT 


The General Accounting Department maintains the general books of the company. 
This includes preparing all major financial accounting reports for the United States com- 
pany and combining these reports with affiliated company figures into consolidated finan- 
cial statements. This department provides the basic financial information used by our 
Profit Planning Department in the preparation of all budget versus actual performance 
statements. General Accounting includes supervision of our Home Office Tabulating 
Department, which prepares a multiplicity of reports for all divisions of the business, 
together with the major job of preparing our Pittsburgh factory payroll and all salaried 
payrolls within the company. Also, in this group is our centralized Accounts Payable 
Department. With the exception of local payments for tomatoes and pickles, which are 
made by our factory locations, our Accounts Payable Department makes most of the 
disbursements for the U.S. company. This department also keeps control accounts for 
the sales,branch accounting operation and bills and receives invoices from and to our 
sales accounting offices located in the field. 


ELECTRONIC DATA PROCESSING DEPARTMENT 


Our Electronic Data Processing Department (the name is now Administrative Re- 
search Department) has been in existence since early 1955. Two employees, who have had 
wide company experience, have worked in the Electronic Data Processing area to re- 
search ways and means of facilitating and improving our management planning, co- 
ordinating, and control of operations. 

This group has completed a feasibility study which indicates that we have an econom- 


ically sound application for a large size computer and a ten-man staff has prepared de- 
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tailed procedures of six basic operations and has programmed these operations for ap- 
plication to a centralized large computer system. We have delayed installation of this 
system for a one-to-two year period, pending completion of a reorganization of a major 
function of the United States business which has progressed more slowly than anti- 
cipated, but we plan to go ahead with the installation as soon as practicable. This group 
has also considered the feasibility of connecting all of our physical locations with punch- 
ed paper tape or other means of communicating detailed information, but we have not 
decided on taking this step at the present time. We feel sure that this area of work will 
be of tremendous importance to the company over the next five to ten years, and that 
we will be successful in cutting across divisional lines for all types of reporting so that 
the reporting operation will be done with a maximum of efficiency. Currently our Ad- 
ministrative Research group is engaged in an Operations Research type of study, in 
cooperation with our Transportation and Warehousing Division, to determine the op- 
timum number and size of warehouses and their locations. This is our first venture into the 
Operations Research type of procedure and we have employed a management consulting 
firm to direct the study. If it is successful, we have several other important projects that 
we plan to investigate by these same methods. 


REPORTING FORMS 


Next I’ll discuss our cost accounting, profit planning, and cost estimating work, il- 
lustrating a few of the specific reporting forms. I have selected only examples that we 
believe are of special value in our particular business. Also, I want to make the point that 
the real value of these tools is not in their physical set-up or mechanics of handling but 
rather in the thinking that was required for their development and use. In other words, 
the value of these tools is primarily in the enforced analysis and program development 
that they generated. We have developed many performance standards and we have some 
rather wide differences of opinion as to the relative degree of perfection of these standards 
and their use. Regardless of whether or not these standards are perfect, they have been 
of immeasurable value in developing a clearer concept—throughout our organization— 
of what constitutes a job well done. It is relatively easy to become so engrossed in, or 
enamoured of, planning and control tools that we tend to forget or to disparage the 
real thought stimulation value of these mechanics. 


DECENTRALIZED COST SYSTEM 


An important part of our planning and control methods is our decentralized manufac- 
turing standard cost system. Under this system, unit price standards are developed by 
the home office Cost Department but all other standards—such as ingredient yields, 
labour performance, and overhead spending—are developed at each factory. We have 
a basic philosophy that the personnel at each factory are best qualified to establish these 
standards to reflect most accurately the best attainable results under specific and individ- 
ual factory conditions. The Factory Manager, production manager, controller, engineer, 
and other staff members participate in establishing standards. Standards are reviewed in 
the home office Manufacturing and Comptroller’s Divisions but surprisingly few changes 
are requested. All standards are reviewed and generally revised at least once a year. Unit 
prices are changed only once a year but any other standards are revised if changes in 
equipment or other type of controllable revision is effected. Revised consolidated cost 
sheets for each individual product are prepared annually and are the basis of our cost of 
sales projection for the coming year. 
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Exhibit 2 shows a tool that is helpful in reviewing standards for revision consideration, 
This is the standard for labour hours required to produce 100 gallons of Product E. The 
solid horizontal lines are the standard for the years involved. Actual monthly perfor- 
mance has been plotted against current standards. Two revisions were made and per- 
formance has fluctuated close to the standard for the latest two years shown. 

Daily reports on material yield and direct labour variations from standard are pre- J P' 
pared for each factory departmental supervisor and frequent short staff meetings are 
held to discuss any persistent or large variations, either favorable or unfavorable. Each » pl 











month the factory manager sends a factory operating statement and a letter explaining It 
all significant variances from standards to the home office Manufacturing and Comp- pl 

troller’s Divisions. The Cost Accounting Department appraises these comments and} /Y 
communicates with the Regional Factory Managers and factory controllers to best in- th 
sure that unfavorable variances have been identified as to cause and corrected and that, © 
the methods back of favorable variances may be passed on to other factories, if possible. | TI 
Next let’s look at the main functions performed by our Profit Planning Department. ing 
Profit Planning, as we use the term, is more or less synonymous with profit budgeting F air 
or financial forecasting; for it is an attempt by our management to take a forward look F de 
at all areas of the business that affect operating profit, return on investment, and the | for 
sound healthy growth of the company. i cif 
PROFIT PLANNING OBJECTIVES pal 
The basic philosophy of our budgetary or profit planning program is relatively simple pla 
but one that we feel is very important in the establishment and operation of a successful sist 
system. It can be stated that our program is characterized by participation. We recognize | sibi 
that profit planning and control should be a means by which coordinated business plans |, °P¢ 
and objectives are established and formulated into a workable basis for the measurement } tha 
of their accomplishment. Each division and department is expected to plan and develop bud 
the activities for which it will be responsible within the broad framework of profit and that 
growth objectives and company policies. These plans are established in forecasts which | E 
are carefully prepared estimates of the level and direction of activity that is expected to | righ 
prevail in respect to each function of the business, during the control or budgeted period. } _ bety 
The accomplishment of these plans and objectives is assigned to the various levels and of c 
segments of management by means of budgets and standards of performance. These be | on 
come the bench mark or basis against which we measure progress or lack of it. The pro- T 
gram is developed in considerable detail for each fiscal year. Every item and function } Pare 
that can affect our profit is spelled out by those responsible, for we feel that the strongest |, Son 
foundation of a successful profit program (at least for the short run) is an organized pro } all s 
cedure for planning the company’s operations by extending the budget principle to every | (It 
item of income and outgo in the profit and loss statement, as well as the balance sheet f (2) d 
items. The result should give us a planned net profit that is not merely a neatly construct-| me, 
ed statement of figures but an expression of the carefully planned activities of manage Ea 
ment—a composite of many ideas into a coordinated and organized plan of action. State 
The fiscal year profit program is developed by accounting months for all factors and), Mate 
for some elements, such as sales, on a weekly basis. Once the fiscal year plan has been) NIC) 
developed, refined, and approved by the Board of Directors, it is not changed during the © titive 
year. It becomes a rather rigid measuring stick against which we compare operating re © In 
Capit 


sults, develop variances where they occur, highlight causes, and estimate their effect onf 
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the planned profit. Although the approved plan is the measuring rod for the year, re- 
vised profit projections are prepared several times throughout the year to give a perspec- 
tive of the influence on profits, by major variances from budget; and, to aid management 
in deciding what may be done about such influences. 

In addition to the fiscal year operating program, the company also prepares a five year 
profit and capital forecast. It is revised yearly, and obviously is not developed in the same 
scope and detail. This forecast embraces such factors as planned sales growth, profit im- 
provement, major capital expenditures, working capital requirements, capital needs, etc. 
It records in statistical form for comparative review, longer term growth development 
plans and forces a current appraisal of where we are heading. It helps to highlight current- 
ly some very important problems that may have to be faced up to in the future, while 
there is sufficient time for thorough study and appraisal. It helps to eliminate the fire 
engine approach so that important action can be taken by design and not by expediency. 
The long range forecast is flexible and fluid from year to year, and is adjusted for chang- 
ing conditions and new factors as they are recognized. Nevertheless, it is constantly 
aimed toward well established long range objectives and principles. We plan to grow by 
design not like little Topsy. Only after we have determined by means of our long range 
forecast where we hope to go and how we hope to get there, can we develop a more spe- 
cific and detailed plan of action for the coming fiscal year. 

The primary role of the Profit Planning Department in the development of the com- 
pany’s profit program is that of coordinating the various divisional and departmental 
plans into an overall and integrated company profit program and to see that it is con- 
sistent and in harmony with basic company objectives and policies. We have the respon- 
sibility of formulating the techniques and methods whereby the program can be devel- 
oped and implemented in an orderly and organized manner. We also assist, in every way 
that we can, each division and department in planning and developing their respective 
budgets and standards. We supply and interpret historical and statistical information 
that will aid and guide them. 

Exhibit 3 indicates the major steps involved in preparing the annual profit plan. The 
right side of the chart indicates the form of the final profit forecast. Costs are divided 
between variable and non-variable (on a direct costing basis) which we have found to be 
of considerable value in developing alternative forecasts using different volume assump- 
tions. 

These profit planning figures are broken down by months and actual results are com- 
pared against plans, and variances developed. Exhibit 4 is an example of such a compar- 
ison and is reviewed by the Operating Committee at a regular monthly4ig@ting where 
all significant variances are discussed in detail. The main features of the comparisons are 
(1) the direct costing approach of dividing costs between variable and non-variable and 
(2) dividing the variances among the primary factors that influence profits—namely vol- 
ume, selling price, and unit costs. 

Each of the lines on the profit statement is supported by one or more detailed analysis 
statements. One of the more important variables is the unit ‘purchase price of ingredient 
materials. Exhibit 5 indicates how this variable is analyzed. Any significant change in 
unit purchase prices may call for an adjustment of finished goods selling prices if compe- 
titive conditions will permit a revision. 

In addition to the detailed profit budget for one year we make up similar plans for 
capital expenditures, inventories and cash; and compare actual monthly results against 
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these plans. All of these items are projected on a five year basis in somewhat less detail. § ] 
These projections are the nucleus of our long range planning and are the end results of Bo, 
a great deal of discussion, adaptation and change. These plans are revised each year and act 


probably are most useful in (1) focusing attention to the future, and (2) more directly in ; 

aiding cash planning and related determination of the amount and type of financing to | Th 

be employed. in 
Re: 


COST ESTIMATING DEPARTMENT 
sell 


The concluding part of my presentation will discuss the functions of our Cost Estimat- } ae 
ing Department. This department performs services directly for every division of the f dete 
business. For example—all data relating to new varieties or changes to existing varieties ofo 
are collected and processed in this department and distributed to various interested de- § tion 
partments in other divisions. The Product Development Department of the Research’f the 
and Quality Control Division usually issues cost estimate requests of this nature. cost 

We are frequently called on by the Purchasing Division to prepare break-even charts imnw 
on the purchase of raw versus processed ingredients. Sometimes our buyers want to know } opec 
the relative economics of purchasing a partially processed material as against doing the thes 
processing ourselves. | plac 

In special cases our Production Planning Department, in conjunction with the Manv- E byo 
facturing Division, will want to know the best production location alternative to existing | pagic 
scheduled plans to attain the lowest customer-delivered direct cost. This involves an | of a! 
evaluation of relative availability and prices of raw materials, direct production costs, 7 Th 
and freight to customer. 5 in pr 

Occasionally our Sales Division will ask for the comparative economics of transship- j Pr 





ping some merchandise, where a limited supply has become inequitably distributed, ver- : 
sus producing the item out of higher market-priced ingredients. ; prone 
Our Overseas Division is constantly on the lookout for the best delivered price of to- Inc 
mato solids for our English plant. There are not enough tomatoes grown commercially F the fa 
in England to supply the many tons required at that plant. Alternative sources of supply f '" de 
are Italy, France, Canada, and the United States. It is our job to collect all the cost factors one 
relating to purchase cost, percent solids of the paste, marine insurance, ocean freight, Final 
lighterage, exchange rates, etc. and u 
The Transportation and Warehousing Division will want to know the economics of Pro 
owning versus leasing of delivery trucks, branch distributing warehouses, and materials } produ 
handling equipment. of a si 
We recently entered into a program, on a trial basis, of furnishing cars to salesmen F the co 
which involved the study of owning versus leasing. in whi 
One important part of cost estimating work is analyzing proposed capital expenditure produ 
appropriations to determine the estimated return on capital employed and hence the rela- fF ‘ween 
tive desirability of the proposals. We feel that the discounted cash flow method off) Contin 








analyzing return on investment is one of the best possible approaches in this important} Cosi 
field of reviewing capital projects. There is much excellent literature on this subject by | > profit 

Joel Dean and in AMA publications and I do not propose to review the method. How- |) profita 
ever, we believe that it has the major advantages of forcing estimating well into the future) Thr¢ 
—which is the action actually taken when a capital asset is purchased. Also, the method 5 satisfie 
produces a specific rate of return on capital that can be compared to other project returns § the dey 
to determine relative desirability and against the overall return of the total business. § and co; 
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Next let’s look at the course taken by a typical cost estimate request to indicate the co- 
ordination, planning, and follow-up features of the Cost Estimating Department’s 
activity (Exhibit 6). 

There are four major hubs to this chart, indicated by the squares down the middle. 
The lines running into the top square represent ideas for new or revised products flowing 
in, or being generated by, one of the Product Managers. He will work closely with Sales 
Research and Pricing Departments to estimate realistic realizable sales volume at varying 
selling price levels. Product Development then issues a formal cost estimate request which 
is cleared with the New Product Screening Committee and experimental kitchens to 
determine the product’s acceptability as a quality item which will promote the balance 
of our product line. Manufacturing Division clears the request for fitting into the produc- 
tion schedule. Next the industrial and process engineers go to work as a team to develop 
the least costly process. New equipment, changes in plant layout, estimated labour 
costs are factors which they develop. Also, they will determine the operating departments 


.in which production will occur or indicate that entirely new cost centres must be devel- 


oped. Cost Estimating then receives data, comments, estimates, and opinions from all 
these points and assembles and processes the data into a finished estimate. Emphasis is 
placed on developing accurate and factual information. These estimates are accompanied 
by observations or recommendations as to selling price, alternate production locations, 
basis of determining all costs, ingredient alternatives, and the possible influence that sales 
of a new or altered variety may have on the sales of similar varieties. 

Three of the departments involved in this inter-relation make weekly reports of jobs 
in process which helps give management perspective and control over this entire area. 

Product Development Department’s report indicates the priority ranking of all open 
projects. 

Industrial Engineering’s report indicates the degree of progress that is being made at 
the factory level and/or Home Office Engineering Department. It helps Cost Estimating 
in determining the approximate remaining elapsed time before a cost estimate can be 
completed and helps us to indicate to source departments the projects that need expediting. 
Finally, Cost Estimating’s weekly report gives management the overall picture of open 
and uncompleted estimates. 

Probably our most important service to management is found in our relationship to 
product managers. In our corporate structure all similar activities are under the direction 
of a single executive. All manufacturing functions of all products, for example, are under 
the control of the Vice President of Manufacturing. This is in contrast to a company 
in which complete autonomous divisions would be set up by product line or groups of 
product lines. The establishment of product managers was in a sense a compromise be- 
tween the two types of corporate structures and an attempt under our set-up to get 
continuous and expert attention to all product lines. 

Cost Estimating works with the Product Managers very closely and furnishes variety 
profit reports and much day-to-day exchange of ideas on product development and 
profitability. 

Throughout our company, I feel that it is fair to say that we are constructively dis- 
satisfied with many things that are now being done and are continuously working on 


| the development of new and improved methods in the areas of planning, coordination, 


and control. 
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H, J. HEINZ COMPANY 
PERFORMANCE GRAPH EXHIBIT 2 
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H. J. HEINZ COMPANY 
STATEMENT OF INCOME — BUDGET PERFORMANCE 





SALES ACTUAL 
Garload) PRICE. 6.66:e:0:6 snare secieve $16,054 
Order size mark-up......... 333 
Special allowance........... (101) 
Gash’ GISCOUDE <..2<:¢-6-6-0:< «ecw (198) 

NOE CIEE 8 gers oasis 16.088 

VARIABLE COST AT STD. sa ints 
MANUIACHUIEING .5.5.5.5 6c css oe 9,323 
rata eres rea tye novel ote 938 
Warehouse and delivery..... 413 

MOLAR snes Si checesinekotswarcisre 10.674 

GROSS RETURN AT STD. 5,414 

VARIANCE FROM STANDARD 
Material price. . 0. cc .6 ccc asic 237 
Material usage ............. 113 
Direct IADOUR 2.6 occ cc we ccecs (27) 
Factory overhead........... 63 
AGIORY TRE 5,0. <05/2 hes orcs ois tee 23 
Product standard revisions... 63 

Total manufacturing...... 474 
TEU eae (24) 
Warehouse and delivery..... 99 

LOUG LGR pete Pe Ree Eee 549 


ADJUSTED GROSS RETURN _ 5,963 


NON-VARIABLE COSTS 


Manufacturing ............. 1,019 
Sales branches.............. 1,368 
General administration...... 371 
PRONEREISIIN Gi a isicis: scree coe esis ciers 782 
ROMA orn hd cere caret ens 3,540 
SALES INCOME 2,423 
Other exp./inc. NEES scene 78 


INCOME SUBJECT TO TAX 2,345 


*Black—favorable. ( )—unfavorable. 





Exhibit 4 





VARIANCE* 
TOTAL % VOL.MIX PRICE COST 
$1,201 8.1 $1,189 $12 $ — 
(22) (6.2) 28 (50) — 
(8) (8.6) (7) (1) -- 
(56) = (39.4) (11) (45) — 
l 115 7.4 1.199 (84) = 
(696) (8.1) (696) — —_ 
(70) (8.1) (70) — = 
(31) (8.1) (31) _— — 
(797) (8.1) (797) — = 
318 6.2 402 (84) == 
237 — ~ -~ 237 
113 _ - a 113 
(27) — _ — (27) 
63 — 41 22 
25 — “= 25 
63 — ~ — 63 
474 — 41 — 433 
(24) — _ — (24) 
99 -~ 67 _ 32 
549 = 108 ee eae. 
867 Vi. 510 (84) 441 
(170) = (20.2) (76) a (94) 
(21) (1.6) = ee (21) 
38 9.3 - — 38 
(60) (8.3) = = (60) 
(213) (6.4) (76) — Uae 
654 37.0 434 (84) 304 
(14) (22.0) Ries — (14) 
640 315 434 (84) 290 
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The Economic scene... 


by W. Allan Becker 


THE CANADIAN ECONOMY AT MID-YEAR 


In reviewing the Canadian business outlook for 1958, this column (March 1958) 
noted: “the odds for a revival in the third quarter (of 1958) are better than 50-50 and the 
motion of general business activity should be upwards in the last half of the year.” 
Events since then have tended to confirm this diagnosis. 

While similar elements of strength and weakness are still present, they are operating 
with a different intensity and some new factors have appeared. The net balance of these 
conflicting forces leans toward the plus side, suggesting that when the statistics for the 
second quarter of the year are in, the end of the current recession will be clearly evident, 

As noted earlier, the period of the sharpest declines took place between September 
and February. The available, scattered evidence for March, April and May suggests that 
further declines have been modest and there are hopeful signs that these will give way to 
slight increases by mid-summer. 

Contracts awarded for residential construction continue upwards and have ensured 
a substantial volume of work put-in-place through to the end of the construction season. 

The stock market has broken into new higher ground in recent weeks, and while the 
usual summer lull may prevail, there is much evidence of a firmer tone in business con- 
fidence. Moreover, the most recent market advances have reflected less the traditionally 
defensive issues such as foods, utilities and banks, and more a revival of interest in metals. 
steels and papers, which usually move early in a bull market. 

Contracts awarded for industrial and commercial building, especially the latter, have 
remained at good levels. Together with the greater strength in institutional and home 
building, these imply that any decline in overall domestic investment will not exceed the 
2-3 percent forecast at the beginning of the year. 

While complete figures are not available yet for the first quarter of 1958, it seems 
probable that business continued to trim inventories, and stock/sales ratios are being 
moved back to a more desirable level. 

Much of the decline in both investment and inventories has fallen on foreign rather 
than domestic sources of supply. Together with a sustained level of exports, this has led 
to a reduction in our trade balance and helped to contain the drop in overall Gross 
National Product to fairly minor proportions. 

G.N.P. is likely to register only a minor decline, if any, between the last quarter of 
1957 and the first quarter of 1958; a small rise is indicated for the second quarter. 

The new elements of strength have also been apparent in industrial production and 
the labour market. Industrial production has risen slightly from its December 1957 low 
point. The drops in employment and hours worked have ceased, at least for the moment. 
Hourly earnings have remained at a high level and total labour income registered a 2 per- 
cent increase in the first quarter of the year. 

With personal incomes at a sustained level, consumer expenditures have continued 
to advance, although at less than a normal rate. Weakness here has been most evident 
in durable goods, which are expected to receive some fillip from the high level of home 

completions expected in the months June through November. 
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Price movements have mirrored these general economic tendencies. Sensitive com- 
modity prices, after a year of decline, have stabilized within the past few months. General 
wholesale prices are set to stabilize after a moderate decline since early 1957. Little net 
change is expected in these fields during the rest of the year. 

Consumer prices rose to a new peak in March as a result of special factors affecting 
the price of meats and fresh fruits and vegetables. March may well turn out to be the 
high point for the year and the general movement in finished product (and service) 
prices should be mildly downward through the last six months. 


Nothing has been said up to this point about one of the major factors in the outlook 
—government spending. This is being written several days before the budget and it is 
difficult to predict exactly what impact this might have. One thing is clear: regardless 
of budget bookkeeping, there will be, on an annual basis, a substantial cash deficit. 
This, other things equal, is a plus force in the current situation, and, in one sense, is the 
medicine that should be prescribed. I look for no substantial changes in net government 
spending as a result of the budget. Major tax cuts are unlikely and major increases in 
expenditures are likely to be eschewed. Indeed, some attention might be paid to minor 
economies. Should such changes appear (and Finance Ministers have a way of fooling 
would-be forecasters) the role of government in the coming revival will have to be re- 
assessed. 

In summary, Canadian business is set to shift toward more normal growth again. 
Earlier elements of strength, for example, housing, appear stronger as do earlier elements 
of weakness, inventories and business investment. However some clouds remain, ample 
productive capacity and continued cost pressures. As a result, we may expect a resump- 
tion of orderly growth, but we should not look for pronounced upswings such as charac- 
terized the three earlier post-war booms. 
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RELATING FINANCIAL POLICIES TO 
THE ECONOMIC OUTLOOK* 


* 4 Panel Discussion 


What will be the short and long range effect of current tax changes 
in business? What are the short and long range goals of Canadian 
labour? What are the prospects for the overall economy? How 
must business orient its planning to such a future economic 
climate? Four experts present their views on these questions in 


the following panel discussion. 


I THE OUTLOOK IN TAXATION 


By J. H. Perry, 
Director, Canadian Tax Foundation, 
Toronto, Ontario 


I presenting a very brief survey of the prospects for taxation in Canada, I am going 

to attempt to do three things: first, give a bird’s eye view of Canadian government 
finance today; second, give an appraisal of the short-term prospects; and third, give an 
estimate of the long-term outlook. 


THE PATTERN TODAY 


It is important to have a general idea of the present pattern of government revenues 
and expenditures because it foreshadows the shape of things that lie ahead. For this 
presentation, we have made some preliminary calculations of our own based on the most 
reliable information available for the year 1957. Since these calculations cover all govern- 
ments in Canada—federal, provincial and municipal—you will understand why they 
must be treated as tentative. Even so, they are not likely to be very wide of the mark. 

First, let’s look at the overall pattern of government expenditure, keeping in mind 
that we are considering a// expenditures, both current and capital, of a// govern- 
ments. To begin with, the total for 1957 was about $814 billion. This was about $900 
million or 12°, more than in 1956. The dollar increase was about evenly split between 


* This panel formed part of the proceedings of the 37th Annual Cost and Management 
Conference recently held in Toronto. 





Mr. Perry is Director and Chief Executive Officer of the Canadian Tax Foundation, as well 
as author of two books on taxation, Taxation in Canada and Taxes, Tariffs and Subsidies, 
and co-author of another, Financing Canadian Federation. He joined the Foundation in 1952 
following service with the Federal government’s Department of Finance, where for 16 years 
he was one of the officials who advised the Minister of Finance on taxation. He is a graduate 
in Economies and Political Science of the University of Toronto. 
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the federal government on the one hand, and the provinces and municipalities on the 
other. The federal government continued to account for the largest share, or about 60% 
of the total, with the provinces spending 229% and the municipalities 18°7 respectively. 
The $84 billion total was equivalent to about 27% of gross national product, as com- 
pared with 25% in 1956. 

Where did all this money go? Almost three-quarters of it went on five large outlays— 
defence, social welfare, education, highways, health and debt charges. Defence led the 
way. Some 20%, or one dollar out of every five spent by all governments in Canada in 
1957, was for defence, a tragic but necessary toll for survival in the 20th century. Social 
welfare, accounting for about 15°, ranked second, another feature characteristic of the 
20th century. Education followed at 13° and highways at 11°7. Debt charges, which of 
course are not a separate item in reality but should be allotted to the various headings 
for which the debt was incurred, were about 714°. Add in health expenditures at just 
over 5°7, and we have about three-quarters of the total. The remaining quarter goes on a 
great variety of items, strangely enough, most of them being the type of service which 
people more frequently associate with government than several of those I have men- 
tioned. 

Taking an even broader view of government expenditure, one can say that the big four 
are defence, social security, education and highways, and that the course of these will 
be the determining factors in the future. 

The revenue side shows an interesting similarity of concentration. Four main tax 
sources accounted for about two-thirds of total revenues. Personal income tax repre- 
sented about 21°%, corporation profits taxes about 19°%, sales taxes 149% and real 
property taxes 11%. About 15°% of total revenues came from non-tax sources, and the 
balance from miscellaneous taxes, such as customs, liquor, tobacco and gasoline. Again, 
there is a big four, however—personal and corporate income, sales and property. 


THE SHORT-TERM OUTLOOK 


With this overall pattern in mind, what conclusions can be drawn for the short-term 
outlook? 

Mr. Fleming’s recent budget gives the answer in fairly clear terms for the next six to nine 
months. His own estimate is that he will run into the red by about $650 million. This 
figure was not unexpected as far as we were concerned at the Foundation because, as 
we anticipated, he eased the deficit that would otherwise have emerged by using in full 
a reserve of $165 million for defence equipment replacement, a reserve which otherwise 
would have been drawn down over a period of years. In principle, we have no quarrel 
with this action, because the reserve had ceased to have any real function anyway. In 
addition, we feel that he may have over-estimated revenues by perhaps $100 million, 
so that without disagreeing in principle with our Minister of Finance, I am going to 
assume that the deficit for this current year on a basis which can be used for projection 
purposes will be around $900 million. This is of course an astonishing and rapid reversal 
of a long series of surpluses, the main contributing factors being increases in social 
welfare expenditure and declines in revenue due both to lower tax rates and a lower tax 
base, particularly in the area of corporation profits. 

The big deficit for the current year then has ruled out any tax relief at the federal level. 
Nor has there been any reduction in provincial taxes. On the contrary—in Nova Scotia 
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the government has announced that it will be the sixth province to impose a retail sales 
tax (at 39%) commencing next year. We all know that municipal property taxes are 
moving ever upward, and in Quebec in many municipalities, the combined retail sales 
tax is 6% where it was 5% last year. 

Most of us will feel that 1958, based on this survey, will be a good year to have behind 
us, and will console ourselves that 1959 will present more promise. I wish I could offer 
some evidence to support an optimistic outlook, but I haven’t been able to find it. | 
foresee another substantial deficit in the federal budget in 1959. Expenditures in general, 
and particularly those on social welfare, will continue to rise because many government 
functions are tied closely to population growth or to changes in the composition of the 
population. The new hospital insurance plan will have been in effect for a full year in 
several provinces, and other increased outlays, such as further payments to the provinces, 
grants to the C.B.C., and so on, could add appreciably to expenditures. 

On the revenue side, it is difficult to see any factor short of a roaring inflation that will 
increase revenues sufficiently even to balance the federal budget. On the contrary, | 
predict that a year from now, the Minister of Finance will be forecasting another sub- 
stantial deficit—and it gives me no satisfaction whatever in making this prediction. 

Furthermore, I don’t think we are through with increases from the provinces and 
municipalities. The pressing demands for schools and highways alone have kept most of 
them under heavy strain for a decade, but now to this has been added, in several pro- 
vinces, the load of financing a prepaid hospitalization plan. 


THE LONG-TERM OUTLOOK 


I had hoped to be able to present a much brighter prospect for the longer haul of, say, 
the next decade, but again I have been disappointed—and I may add considerably 
shocked. A projection of the cost of federal programs and existing federal tax rates indi- 
cates that in 1967, there will be a surplus, but only a modest one, in the federal budget. 
For this projection, we have used the forecasts of The Gordon Commission, taking for 
the general trend of growth their median rate of just under 2°%, per annum. We have 
assumed no extension of the scope of existing federal expenditure programs and no 
reductions in taxation from present levels. Indeed, in the case of the defence program, 
we have assumed that the actual outlay will remain fixed at the present amount of around 
$134 billion. What is most important of all is that we have assumed a constant price level 
—in other words, no further inflation. 

Some of the actual figures are of interest. The total federal expenditure, now around 
$5 billion, will by 1967 be at least $734 billion. The new hospital insurance program, 
for which $70 million is set aside in the present year, will by then probably cost the 
federal government around half a billion dollars. Old age security payments, running 
currently at $550 million, will by then be about $750 million and family allowances 
will be nearly $600 million, or about $100 million in excess of the present level. 

As against expenditures of about $734 billion, we anticipate that revenues will be 
around $8.3 billion, assuming continuation of present rates. This will leave a surplus 
of only $500-$600 million. 

Fortunately, we get good value for our tax dollar in Canada and we have much for 
which to be thankful. Otherwise, the outlook as I have presented it would be extremely 
bleak. 
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II THE OUTLOOK IN TRADE UNION DEMANDS 


By Dr. E. A. Forsey, 
Director of Research, 
Canadian Labour Congress, Ottawa 


here are three reasons why I cannot give here a precise idea of just what demands 
each of the major unions will present to employers during the rest of this year. 

The first is that there are just too many unions. The Canadian Labour Congress has 
well over a hundred affiliated national and international unions; and even if you count 
only those with 5,000 members or over, and leave out unions of public employees, there 
are still nearly 50; and there are four big unaffiliated international unions, seven big 
Catholic unions, and at least four unaffiliated national or regional or provincial unions, 
To give anything like a precise idea of what 60 or 70 different unions may be asking is 
simply beyond me. 

The second reason why I can’t do this is that very few unions in this country have 
even regional, let alone national, bargaining, and fewer still have industry-wide bargain- 
ing. Most of the bargaining is done plant by plant, or (much less often) company by 
company, or, in the case of many craft unions, city by city. I believe the Dominion 
Department of Labour has about 6,000 collective agreements on file; we have about 
3,500 ourselves. To be sure, there are some resemblances between agreements, and 
demands, of local unions of a single national or international union in a single industry; 
and there is sometimes cooperation between different unions dealing with the same 
employers in a particular industry. But, even allowing for that, the variations from local 
union to local union within a single national or international union are often immense, 
and such patterns as exist are so numerous that it would take weeks of work to sort 
them out and weeks of speech to summarize them. 

The third reason why I cannot be precise is more fundamental. It is implied in both 
the others. It is the character and structure of the Canadian trade union movement. 
There are some countries where collective bargaining is centralized, where the employers’ 
national organization negotiates with the workers’ national organization a general 
settlement of wages and working conditions for the year. Canada is not one of them. 
The Canadian Labour Congress comprises about 80°, of all organized workers in 
Canada. But it bargains for nobody. There is a very small and partial exception to that 
statement: the Congress has a few directly chartered local unions, to which it stands in 
the same relation as an international or national union does to its locals. Congress staff 
representatives play a large part in the negotiations of these locals; but the total member- 
ship of all the directly chartered unions put together is less than 497 of our total mem- 
bership. 





Eugene Forsey is Direetor of Research of the Canadian Labour Congress. He has written 
several books on economies and is a frequent contributor to many technical and popular 
publications in Canada, England and the U.S. A Rhodes Scholar and Guggenheim Fellow, 
he majored in economies at MeGill and.Oxford Universities, receiving his Ph.D. from McGill 
in 1941. He has lectured widely in economies and political science and is active in civil liberties 
work and polities, being one of the founders of the League for Secial Reconstruction and 
helping to draft the CCF Regina Manifesto. 
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The people who do the bargaining, on our side of the table, are the affiliated national 
and international unions, and they are as jealous of their autonomy as Mr. Duplessis is 
of his. We don’t tell them what to do. We don’t even advise them, unless we’re asked, 
which we very rarely are. We occasionally make certain very general statements of what 
we think is good policy. But none of our unions need pay the slightest attention. They 
run their own show. They formulate their own demands. The Congress would get un- 
commonly short shrift if it made the smallest attempt to interfere. 

If this were better understood, there would be less chatter about the Canadian Labour 
Congress constituting a “labour monopoly”. The Congress is no more a labour monop- 
oly than the Canadian Chamber of Commerce is a business monopoly, or the Canadian 
Manufacturers’ Association a manufacturing monopoly, or the Retail Merchants’ 
Association a retail merchandising monopoly. Not one of them bargains for its members. 
Neither does the Congress. Not one of them formulates any employer’s demands. Neither 
does the Congress formulate any union’s demands. 


HIGHER WAGES—AN ANTIDOTE FOR RECESSION 


Well, then, can I say nothing about the outlook in trade union demands? No, it’s not 
as bad as all that. There are certain things I can say, certain things on‘which pretty well 
the whole of Canadian labour is, in present circumstances, firmly united. 

The first, and main thing I can say, is that most Canadian unions will this year go out 
for all they can get in the way of wage increases. They will ask for the biggest increases 
industry can afford to pay. This is not just stupid hoggishness. Union leaders are con- 
vinced that it is their duty, not only to their own members but to the nation, not to relax 
their demands for wage increases but, on the contrary, to press them just as hard and as 
far as they can. It is one means of keeping up and increasing consumer purchasing 
power. Everyone seems to agree that one way of getting out of the recession is for con- 
sumers to spend more. But if they are to spend more, they must get more. There are vari- 
ous ways of giving them more: tax reductions, higher social security payments, better 
support prices for farmers, higher payments to veterans, more money for housing, more 
public works. But one very simple and direct way of putting more money in consumers’ 
pockets is to pay workers higher wages. That is the free enterprise way. In our mixed 
economy of free enterprise plus public ownership plus cooperation plus government 
planning, government action to get us out of the depression and, specifically, govern- 
ment action to raise consumer purchasing power, is certainly most necessary. But why 
leave the whole job to the government? Why shouldn’t free labour and free business do 
something too: free labour by asking, and free business by granting, the biggest wage 
increases industry can afford to pay? 

They did it in both the previous post-war recessions. It didn’t ruin the country. On 
the contrary, it helped pull the country out of both those recessions. It can help pull it 
out of this one. 

Some of you may be startled, or even shocked, by these statements. But please note 
exactly what I have said: that unions will ask, and should ask, for the biggest increases 
industry can afford. What industry can afford will vary from industry to industry and 
from plant to plant. Unions recognize that, and will act accordingly, especially if they are 
given adequate information on what the plant or industry can afford. We are not anxious 
to price our employers, and therefore ourselves, out of any market. But we see no 
reason under the sun why we should take lower wages than the employer can afford to 
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give, least of all now, when the maximum increase in consumer purchasing power js 
essential. 


Some union demands may strike employers as unreasonable. They generally do. Some 
union demands may even be unreasonable, just as some employer demands, or some 
government policies, may be unreasonable. Unions are no more infallible or inerrant 
or impeccable than anyone else. All of us are more or less unreasonable, at times, any- 
way. But it does not follow that any union demand for a wage increase in this year of 
grace is unreasonable. It may be highly reasonable, even imperative in the public interest. 

One other thing I think I can say about the outlook in union demands this year is 
that if the cost of living goes on rising, unions will be more reluctant to make long-term 
contracts, or at any rate long-term contracts without escalator clauses or open-end 
wage clauses. 

So far, I have been talking about union demands on employers. But there will be other 
union demands also: demands on governments. The present Dominion Government has 
taken, in general, the right line about tax reductions, higher social security payments, 
easier money, more money for housing, more public works, and so forth. I don’t say it has 
made no mistakes. I am far from saying that we are satisfied with what it has done. But in 
general, most of what it has done has been the right kind of thing. We shall be asking 
it to do more of the same kind of things. We shall also be asking provincial governments 
to cooperate where their cooperation is necessary to make the Dominion Government’s 
policies along these lines effective. And I hope we shall be asking municipal governments 
to do their indispensable job in initiating slum clearance and subsidized low-rental 
housing plans, which the Dominion and provincial governments stand ready to finance 
to a very large extent, but which cannot be started unless the municipalities set the 
machinery in motion. 

I can sum it all up by saying that labour, this year, and as long as the recession lasts, 
will be asking both employers and governments to do all they can to get us out of it. 





PERSONALS 


GEORGES FAGUY, a member of the Quebec Chapter, has been appointed Assistant 
General Manager of Vitrerie Citadel, Inc. 

ANDRE PARENT has been appointed Director and Vice-President of Warnock 
Hersey Management Consultants Ltd., Montreal. Mr. Parent has been active in the 
management consulting field for nearly 15 years. 

G. R. JAMES, R.I.A., of Windsor has been appointed to the Senate of Assumption 
University and the Advisory Committee to the School of Commerce as a representative 
of the Society. 

H. J. FEENEY, R.I.A., has been appointed Comptroller of Ray-O-Vac (Canada) 
Limited, Winnipeg. 
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III NOTES ON THE OUTLOOK FOR THE 
NATIONAL ECONOMY 


By G. F. Bain, Manager, 
Canadian Economic Research Associates, 
Toronto, Ontario 


. Without a revival of demand in the United States, the Canadian economy will be 


unlikely to experience another capital investment boom. 


. Substantial government support to final demands for goods and services will be 


realized in Canada (about $2,000,000,000 in 1958). Much of the cash deficit is the 
result of a fall of revenues relative to expenditures but a good part—say $700 to $800 
million—is a result of active support of the economy. 


In the United States, a government deficit of up to $10 billions is forecast but almost 


none of the cash deficit results from positive programs of counter depression 


spending. 


. With U.S. business investment intentions off by 17% in 1958, the situation then is 


more serious than it is here. The U.S. will eventually have to begin to practise massive 
public intervention to sustain final demand if a return to 1957 levels of demand is 
to come about within two or three years. 


. The volume of output must rise several percent each year to allow for an upward 


price-drift to be offset by increased productivity, to absorb the normal increase in 
the labour force, and to maintain or increase per capita real income. When output 
falls for a year or two the rate of growth must be more rapid in the future in order to 
catch up—if we are ever to catch up. 


. Canadian government economic policy is generally appropriate to present con- 


ditions. But Mr. Fleming’s Budget speech, taken together with the next day’s 
interesting speech at the Investment Dealers’ convention contains a puzzle. On the 
one hand, Mr. Fleming says that the foreign exchange rate ought not to be allowed 
to decline; on the other he says that he is going to extend the debt term by engaging 
in long-term refunding operations. 


. This apparently means that long-term rates of interest are to stay high and their 


relative attraction to foreigners and their unattractiveness to municipalities and 
provinces will result in upward pressure on the exchange rate. Beyond the question 
of whether it makes fiscal and economic sense to fund the debt long in slack times, 
there is the matter that the Federal Government is willing to pay relatively high 
rates and incur larger interest burdens than it is willing to have junior governments 
pay. 








George Bain is Manager of The Canadian Economie Research Associates, Toronto. During 
his distinguished career as an economist, Mr. Bain has directed many important industry 
and firm studies, including surveys of the automobile, steel, electrical goods and tourist 
industries. Prior to his association with the Canadian Economic Research Associates, he 
taught economics at the University of Toronto. 
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Associated with this is the questionable economic position that it is bette: not to 
allow export industries whose products are priced in world markets to obtain an 
advantage in these markets than to raise the price of imported oranges. 

Then, too, it is a safe bet that we will have monetary restriction—which. despite 
the stand of the Bank of Canada, has existed until last month—in the future so long 
as long-term interest rates are kept up. But there are many who feel that the only 
way the government can refund its bonds and borrow to cover its deficit is by having 
long-term rates fall. 

We will have large unemployment in the spring of 1959 for the same reasons as it 
developed in the spring of 1958. But with lumbering somewhat better off, regional 
changes may appear in the severity of unemployment. 

The Unemployment Insurance Fund is subject to heavy drains. Benefits may have 
to be extended again—the alternative will be a growing volume of relief payments— 
and we should realize that the U.I. Fund exists to insure and not worry that it is 
being drawn down. From an economist’s viewpoint, there is no actuarial basis for 
having a certain size fund—the cost of unemployment is paid by the community. 
Note the change in union-management relations. Unions are on the defensive and 
will make strong demands because of that. We entered 1958 with no certified auto- 
mobile union in the U.S.A. Recall the grim cost of establishing the union and the 
careless, casual way in which its position was surrendered. 

Personal Income will decline in 1958 due to a decline in dividends (second quarter 
dividends are sharply below anticipations and this will, I expect, make price-earnings 
ratios on the stock market look fantastic). Salaries and wages and supplementary 
income will probably be quite stable. But per capita incomes will fall. 

There are strong supports for income. Employment will not fall much further. We 
have Agricultural Supports, extra unemployment insurance, old age security pay- 
ments, and assistance to gold mining which will help these communities. Public 
works are speeding up, too. 

Consumer prices have not fallen in the past year. This has its good side in that 
business incomes were maintained and business employment has held. But rising 
prices at this time wreak havoc on those out of work and reflect some fundamental 
structural changes and, one might say, improprieties in our system. 

Housing strength has, to date, been matched by buying strength. But I suspect that 
we are going to run out of families who want new houses in the suburbs. This may 
be sooner than later. And if you reduce terms, there eventually comes a point—as 
in the U.S.—when you run out of a market at ‘tno down payment”. But housing 
will be stimulated by direct government loans in the winter of 1958. 





The materials of action are variable, but the 
use we make of them should be constant. 
Epictetus 
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THE OUTLOOK FOR BUSINESS 
By Ian F. MeRae, 


Chairman of the Board, 
Canadian General Electric Company Ltd. 


IV 





President, the Canadian 
Manufacturers Association 


As I see it, my position on this panel is somewhat singular inasmuch as the business 
£% outlook will be largely determined by that prevailing in the three fields so ably cov- 
ered by my co-panelists. 

It follows that if the outlook in each of these three fields—that of the national economy, 
taxation and wage demands—is wholly favourable from the business standpoint, then 
the outlook for business itself is bound to be pretty wonderful. 

But that, of course, would mean that in the months ahead there would be no recession, 
no taxation and—wait for it—no wage demands! Somehow, natural optimist though I 
am, I wasn’t prepared to go quite that far even before I heard what my distinguished 
colleagues had to say. Having now heard from them you will appreciate the reasons for 
my caution. 

However, even with the benefit of their wisdom, I must confess that the mantle of 
prophet sits uncomfortably upon my shoulders. The lot of the prognosticators, certain 
eminent economists included, has not, after all, been an altogether happy one in recent 
months. And, as Mr. J. B. Priestley has said, *“While the businessman is unquestionably 
the ‘doer’ in our society, this does not automatically qualify him to be regarded as a 
seer.” 

This reservation made, it seems to me that my best course is to briefly assess several 
major factors in the business outlook. From the standpoint of whether it is a promising 
or an unpromising factor as seen by business (and this term “business” is a very broad 
one, covering a variety of industries and interests), I will award each a plus or minus 
rating. I will then summarize my own conclusions and leave you to draw yours. 


(1) PUBLIC CONFIDENCE—a plus sign, and a big one, here. 

The recession is now roughly a year old and we have taken it in our stride. Canadians 
have accepted it for what it is: the inevitable aftermath of a period of quite hectic expan- 
sion. 

There has been no panic, no collapse of morale, no lack of faith in the future, no 
widespread distress, no slump in retail sales and (although on this point there is under- 
standably less cause for rejoicing), no fall in prices. 

(2) EMPLOYMENT—a minus sign here, of course. 

I intend to spend more time on this one because there are one or two qualifications 

to add and some other things which need to be said. The heavier-than-usual unemploy- 





Mr. McRae is President of the Canadian Manufacturers Association and Chairman of the 
Board of the Canadian General Electric Company Ltd. A professional engineer, he has been 
with General Eleetrie Company Ltd. since 1925, beginning as an Apprentice at the Peter- 
borough Works, rising through Works Manager, and becoming Vice-President and General 
Manager of the Civilian Atomie Power Dept. in 1955. He is a member of the Engineering 
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ment of the past winter must be viewed against the rapid labour force expansion which 
has been so characteristic of the two preceding years. Even now there are more Canadians 
working than there were a year ago. 

Then again, the accumulation of personal savings plus the ‘built-in stabilizers” 
of unemployment insurance benefits and baby bonuses have combined to take some of 
the sting out of unemployment and lay-offs. 

That is not to say that unemployment is a picnic for any self-respecting Canadian, 
We must never forget that the jobless statistics refer to human beings, our own fellow. 
citizens at that. Despite misrepresentation, I can tell you that in my experience employers 
are as concerned as anyone else when adverse conditions compel them to cut down on 
the payroll. They are very well aware that neither the prosperity of their company nor 
that of the country is enhanced by such a move, hence the minus sign under this head, 

At the same time, I do not have to spell out the reason why employers cannot long 
maintain a labour force in excess of their needs, particularly when labour costs have 
soared to their present proportions. 

Finally, on employment, it should not be overlooked that much of the unemployment 
of this past winter was attributable not so much to recession as to that old Achilles’ 
Heel of ours, seasonal weakness. This continues to be one of the strongest arguments 
for concentrating on processing more of our own raw materials here in Canada; on 
developing secondary manufacturing industry to the point where it is able to absorb 
an increasing number of workers and furnish alternative employment for those whose 
ordinary jobs are curtailed by the rigours of our climate and the vagaries of foreign demand 
for our primary products. 

Doing this, of course, means convincing Canadians that there is a greater virtue and 
greater job security in buying Canadian-made products rather than imported goods. 
This is one big reason why the Canadian Manufacturers’ Association, in recent weeks, 
has intensified its long-standing “‘Buy Canadian” program. 

Public response is already evident; and one would expect that organized labour, if 
it is as concerned as the C.M.A. about the need to increase job opportunities, will soon 
join with the other national organizations which are backing the nation-wide “Buy 
Canadian”’ drive. 


(3) INDUSTRFAL PRODUCTION—another minus here, although once again there's 

a qualification: 

Production in Canada has receded from the previous high-water mark much less 
than might have been expected, all things considered; and has fallen off only half as much 
as in the United States. 

(4) CAPITAL INVESTMENT-—a plus for this, and a big one again. 

Remarkably, overall capital investment intentions for the current year are officially 
forecast as not much more than two percent down. When you remember the excep 
tionally heavy level of such investment in the past two years, and the weight of the tax 
load, this is really something. At all events, on its contribution to this performance, 
business can hardly be said to be “running scared’-—or to be in much doubt as to 
Canada’s future. 

(5) IMPORTS AND EXPORTS—another plus. 
The reduction in our imports is much heavier than that of our exports which in the 
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first few months of this year were only 1.4 percent down in value over the same period 
ayear ago. 

This is the more impressive when you remember that the premium on our dollar over 
that of the U.S. continues to be a liability to our exporters. The resultant reduction in 
our massive unfavourable balance of trade is very welcome, even if it is largely caused by 
afalling off in demand for capital equipment in consequence of the recession. And if our 
purchasing agents will use this breathing-space to seek out alternative sources here in 
Canada it may yet prove even more beneficial. 


(6) RETAIL SALES—a plus once more. 

As I’ve already noted these have been exceedingly well maintained so far as many 
lines are concerned, although the slackening in demand for durables has had its impact. 
By and large, however, the retail sales picture is one of the most encouraging for business ; 
the run-down of inventories having gone as far as it safely can, strong retail demand 
should henceforth be increasingly reflected in manufacturing demand and activity. 


(1) CONSTRUCTION—a really big plus for this one. 

Some of the credit for this must go to government for prompt action last summer and 
fall to make funds available for home ownership. The buoyancy of the construction 
industry as reflected in both residential and non-residential building has been—and 
continues to be—a real source of strength to the economy. 


(8) TARIFFS—a decided minus for this. 

The inadequacy of tariff protection as it affects several important industries has been 
all too painfully apparent. Unfair competition from below-cost imports has led to some 
unemployment and lay-offs. 

However, the picture is considerably brighter as a result of the long-overdue anti- 
dumping proposals revealed by Mr. Fleming in his Budget. These should do much to 
encourage and help such hard-hit industries as textiles, rubber footwear and electrical 
appliances. 


(9) TAXATION—a very big minus for this one. 

As you know, the Budget afforded neither industry nor individuals any worth-while 
reliefs. So far as corporations are concerned, the best part of half their profits will still 
go to government, even though industrial earnings as a whole are seriously on the 
decline. In these circumstances, this continued burden of crushing taxation must neces- 
sarily limit the ability of Canadians to invest privately in their own development; and 
retard the economic growth and productivity improvement which would otherwise come 
from plant modernization, new equipment and expansion. 

The massive and ever-rising government expenditures contemplated have in themselves 
the seeds of added inflation. Their impact will be felt later—at the very time, no doubt, 
when the economy as a whole is again moving into top gear. In our view, tax cuts now 
would have been much less inflationary in the long run, since they could always be 
restored in later budgets if economic conditions so dictated. 


(10) WAGE DEMANDS-—again, a minus. 

I do not think that any reasonable person can argue for a moment that in certain 
important industries wage increases have greatly exceeded productivity improvement. 
It is this trend, combined with the industrial tax load, which more than anything else 
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makes for high costs, and these costs, inching ever upwards, have played no small part 
in increasing the jobless totals in recent months. 


They continue to be Canadian industry’s number one headache, and nothing the 
apologists say can get round the fact that if we can’t hold costs down we're bound sooner 
or later to run into far more serious trouble than anything we’ve so far encountered, 


TO SUMMARIZE: From all this you’ll observe that the business picture as | see it is 
pretty mixed. It has both its bright and its dark side—there are an equal number of plus 
and minus signs—and not because I planned it that way. From the long-term point of 
view, a great future for Canada is as certain as anything can be in this uncertain world. 
But, meanwhile, there are many problems with which we must wrestle. 

My answer, then, to the question: ““What’s the outlook for business right now?” js, 
in a meteorological nutshell: ‘Fair and sunny with occasional showers.” We've been 
experiencing one of these showers these past few months. Provided we keep our heads 
and behave responsibly, it should soon pass; at any rate, it ought not to develop into a 
tornado. 


S.1.C.A. HONOURS ITS PRESIDENTS 


A special tribute was paid at the 37th Cost and Management Conference to 14 of the 
men who have helped most to shape its destinies through the years, its presidents. Their 
service to the Society was commemorated by the presentation of special ‘‘Presidential 
Service Awards’’, bookends bearing the Society’s crest cast in bronze. 


Though not all of the 37 presidents who have shared this responsibility could be present 
to receive the awards, the tribute was, in fact, a tribute to all. Many milestones in S,1.C.A. 
history occurred during the term of office of many of those present. Three of the four 
living presidents who served prior to 1935 were there—James Turner, under whose 
presidency the present shape and content of Cost and Management emerged; Stanley 
Le Brocg, who was in office when the name of the Society was changed; and G. H. 
Houston, who was active in Society affairs for many years. 


A turning point in S.I.C.A. history came in 1936 when H. P. Wright was president. 
That year the national office was established. In 1939, the year of H. G. Howey’s term 
of office, provincial legislation to grant the designation R.I.A. was sought. In 1940, 
under the able leadership of D. R. Patton, the formal educational program forged ahead 
and, in 1946, the Society saw its greatest expansion under R. S. M. Ausman. The financial 
statement went into the black in 1949 under C. P. Dumas, and the presidency of G. I. 
MacKenzie saw the chain of provincial incorporations completed in 1951. The Educa- 
tional Foundation came into being in 1953 during Frank Wood’s term of office. 

These are only a few of the highlights of the history which S.I.C.A.’s presidents helped 
to make and in recognizing their contribution, the Society expresses its gratitude. 
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HOW ADVANCED CAN YOUR DATA PROCESSING GET? 


Let Burroughs Punched-Tape Input Equipment show you 


Talk about advanced data processing! The 
Burroughs Sensimatic Accounting Machine, used 
alone, quickly and accurately turns your daily 
figures into the comprehensive hard-copy records 
you need. 


Teamed up with the Burroughs Tape Perforator. it 
simultaneously and automatically translates proved 
data into punched tape, which may be processed 
through your own electronic computer or at a 





computer service center. It’s that fast, simple and 
efficient. 
Whether your particular problem calls for punched- 
tape input equipment, accounting machines or 
giant electronic computer systems, you can bank on 
getting the exact help you need from Burroughs’ 
full range of advanced data processing equipment. 
For details, call or write Burroughs Adding Machine 
of Canada, Limited. Factory at Windsor, Ont. 
Burroughs—TM. 


Burroughs 


“NEW DIMENSIONS | in electronics and data processing systems” 





Books in Review... 


Higher Management Control 


By T. G. Rose and Donald E. Farr, McGraw-Hill, New Yerk, Toronto, London, 1957. 
pp. 290. $7.80. 


Reviewed by George Moller, D.Jur., C.A., R.LA. 


The foreword to this book was written by H. B. Maynard, President of Methods Engin- 
eering Council, Pittsburgh (best known for the introduction of M.T.M. measurement). 
Maynard says: ‘The authors of this book have recognized the needs of the chief execu- 
tive of any undertaking, no matter how small or large, and have set forth in considerable 
detail a description of a practical and time-tested system of management controls 
designed to meet these needs.” 

The authors themselves, Donald E. Farr, who directs as Vice-President the overseas 
operations of the Council, and T. G. Rose, an industrial consultant practising in London, 
England, state in the Preface that their work “‘has a great deal to offer to the executive 
who has not been fortunate enough to have an accounting education.” Both authors 
seem to have come from the operating field, which makes it understandable that they 
assign the role of collecting the report figures to a “Control Assistant”, abbreviated 
to “C.A.” (not to be confused with the Chartered Accountant in Canada). They picture 
this man ideally as the assistant to the President. In the reviewer’s opinion, he is actually 
doing the Controller’s work and the reviewer doubts that a man without thorough 
accounting education would be too well qualified to perform this important function. 

Without detracting from the value of this contribution to Management Accounting 
(which, in the reviewer’s opinion, this work is really dealing with), it should be stated 
that the elements used to build the “higher management control” system are well known 
and, it may be said, well-tested. It is the combination and interlocking of these elements 
into a complete control system which the authors claim as their achievement. 

Use is made of the moving average; the translation of key figures into sales days is 
worth noticing; this measuring device is prominently used in the presentation of ratios. 

The description starts from the ascertainment of the business position, proceeding 
to the operating position and from there to the profit and loss position. The discussion 
of the financial position closes the accumulation of data for the higher control system. 
The last part is devoted to the Control in action and the management’s use of higher 
control. One part is devoted to the operating profit on the total capital employed. 

The emphasis is put on the summarizing of all significant business data in key 
schedules. 

The work is rounded out by a case study, an appendix on the presentation of statistics 
by graphical methods and, last but not least, a description of the special higher control 
stationery. 

Altogether, the volume should make valuable reading for managers and management 
trainees and even for management accountants to whom most of the basic tools, 
approaches and methods presented in the volume will be known but who will, never- 
theless, profit by reviewing the described procedures in a well defined integrated system. 
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